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ABSTRACT

As a result of the concurrence of changes in the strate-
gic environment in Northeast Asia and the severe econonic
recession in the defense industries, the Japanese are at a
crossroads in the formation of their future defense and
foreign policies.

From 1867 to the present time Japan has pursued a low
key foreign policy which prohibits the exportation of
weaponry. This policy was possible only because of the
Japanese reliance on the defense umbrella of the United
States and the continuing prosperity of the Japanese
economy.

It is the hypothesis of this thesis that the original
force of the ban on arms export is beginning to erode as the
twin premises on which the policy was based are in the pro-
cess of change. Evidences of this erosion are examined with
a view to determining whether the variations are temporary
and isolated or whether they are manifestations of a
growing consensus advocating new directions as a basis for

permanent policy.
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I. INTRODUCTION

At the beginning of the 1980s Japan finds itself at the
crossroads in the formulation of its future defense and

foreign policies. Since the end of the Occupation in 1949,

Japan's policies have been determined by the economic
requirements of its industrial growth and by a generally low
key, passive foreign policy under the umbrella of the
defense strength of the United States. However, in view of

the present strategic environment in Northeast Asia, the

‘ time appears to have come for Japan to reassess the value of 'i
these policies in furthering Japan's perceived national g
interests within that strategic environment.

One of the important elements of Japan's low key foreign

policies has been its position concerning arms transfers.
The production of armaments has been an integral part of g
‘ Japan's developmental process and it will undoubtedly be an

equally important part of its future development. The

S ATy

dilemma which Japan faces today however, is that of formula-
ting an arms transfer policy which will not damage Japan's 1
international image or inhibit other facets of its export

oriented industrial structure. Since 1967 Japan's arma-

ments industries have been restrained by a governmental

Oy rogers o el

: policy prohibiting the exportation of weaponry.




This policy was first enunciated by Prime Minister Sato
Eisako in a speech before the National Diet wherein he

stated that his government would be guided by three basic

principles concerning arms export. Specifically, these
three principles hold that Japan will not export weapons to:

1. The Communist countries, in observation of COCOM
Jdecisions;

1~
.

Countries to which UN resolutions discourage
export; and

(92]

Countries likely to become party to international
disputes.

These three principles were further expanded in 1976 when
the government of Prime Minister Miki Takeo added that:

1. Japan shall not export weapons to areas as stipula-
ted in the '"Three Principles'" of 1967;

2. Japan shall also refrain from exporting weapons to
areas not referred to in the ""Three Principles' as
well; and

3. Japan shall consider equipment and facilities_used
to manufacture weapons equivalent to weapons.

The above Sato-Miki principles have since formed the
cornerstone of the Japanese government's position vis-a-vis
arms transfers to the world community.

The hypothesis of this thesis is that the original force
of the ""Three Principles on the Export of Weapons" is
eroding due to a severe economic recession in the Japanese
defense industries and to a changing perception of the
Northeast Asian strategic environment wherein the Japanese

have begun to question, perhaps subtly, the credibility of

10
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the United States' protection guarantze, as provided under
the terms of *+he Japan-U.S. Mutual Security Treaty.

The procedure to be followed in testing this hypothesis
will be to analyze the historical background of the arma-
ments industries of Japan and Japanese policies regarding
the development of arms in response to geo-strategic
pressures which led to the enunciation of the "Three
Principles" policy. I shall investigate whether actual
Japanese transfers of arms and other military related items
and technology do in fact conform to the SATO-Miki princi-
ples. I shall look for evidence which might suggest that the
Japanese have made, or are contemplating making, departures
from these principles in actual practice. I shall then
analyze whether these variations reflect an isolated, tem-
porary situation or whether they are manifestations of the
classic consensus building process within the Japanese
government and business circles which could ultimately lead
to a modification of the basic principles theoretically
being followed at present.

Building evidence upon the analysis of the current situ-
ation within the arms industry in Japan, and considering the
changing strategic environment within Northeast Asia, I shall
then ask a fundamental question concerning whether Japan has
indeed reached a crossroads wherein it must decide whether
to continue to follow its present restricted course of

reliance upon the United States security umbrella or whether

11
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it should proceed in the direction of altering its tradi-
tional postwar policy to allow it more independence of
action in choosing which options to follow in furtherance
of its perceived National security interests.

Chapter II of this thesis will examine the Japanese arms
export ban as it has been put into actual practice in recent
years with particular attention given to Japanese transac-
tions with the People's Republic of China (PRC) since the
signing of their Treaty of Peace and Friendship in 1978. It
will also consider transfers to the Soviet Union, the
Philippines and to the Korean Peninsula in order to discover
whether or not the Japanese are relaxing their formerly strict
adherence to the "Three Principles’ policy.

Chapter III will provide an overview of the Japanese con-
sensus building process and how that process may be affecting
the continued adherence to the "Three Principles' policy.
This section will look at the events and transactions of the
past three years relating to the arms export policy in an
effort to determine whether there has been a development of
consensus among the current Japanese political leadership and
the industrial hierarchy toward a modification, if not actual
retraction, of the 1967 ban.

Chapter IV will show how the present situation has
evolved by examining the historical aspects of Japan's
modernization effort which began with the Meiji restoration

in 1868. It will investigate historical Japanese responses

12




in the defense industrial field, to external and internal
pressures during the three major periods of Japanese growth
since its entry onto the international scene in 1854,
These periods are the Meiji period from 1868 to 1912, the
post-World War I era from 1914 to 1937 and the post-World
War II period from 1945 to the present. The emphasis of
this section will be to determine whether there are any
traditional response patterns common throughout each of
these three periods that might be useful to understanding
and assessing the defense-industrial policies being impl-
mented by Tokyo today.

Chapter V will examine the influence of the current
strategic environment in Northeast Asia on the consensus
building process in Japan. It will take into account the
Kurile Islands dispute between Japan and the Soviet Union;
the relationship between Japan and the events on the Korean
Peninsula; the normalization of relations with the People's
Republic of China; the overall build-up of Soviet military
forces in the Pacific region, and the perceived diminution
of United States capabilities. Consideration will also be
given to Japan's Balance of Trade problems with the Middle
East countries as a result of the continuing spiral in the
cost of energy resources and how the expansion of the arms
industry into the export sector could alleviate some of
these problems. This chapter also will examine the eco-

nomic aspects of Japan's relationship with the United

13




States and the effects which this has had on the defense
issue as Japan moves toward a more independent policy
worldwide.

The closing chapter will be an overall evaluation of the
original hypothesis, noting the trends perceivable at
present and how these trends fit into the developing goals
of an increasingly independent Japan. It will discuss
Japan's recent actions on the world stage in light of the
geo-strategic developments taking place and will posit a
forecast of the future direction of the Japanese govern-

ment's policies concerning arms exports.

14
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IT. THE EXPORT BAN IN PRACTICE

The best way to judge the effectiveness and overall
applicability of a prohibitive policy such as the '"Three
Principles on the Export of Weapons' is to investigate how
that policy has been implemented by those individuals and
agencies tasked with supervising the policy itself and how
those restrictions have been accepted by the individuals
and organizations directly affected by those restrictions.

In assessing the present validity of Japan's '"Three
Principles', one of the factors which should be considered
first is the recent rapid technological advances which have
been achieved across the entire industrial spectrum. This
technological "revolution'" has resulted in a blurring of
the fine line that separates what is civilian related tech-
nology versus what is military related, thus making any
study of specific defense industries and military industrial
related policies difficult at best. This problem was most
cogently stated by the President of Texas Instruments during
testimony before the U.S. House of Representatives Sub-
committee on International Security and Scientific Affairs
wherein he said:

"people don't understand what technology is, and

they do not understand the importance of protecting
it. And therefore, that puts the people who are re-

sponsible for the control of the exporting of tech-
nology in a very tight position."

15
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Technology transfers may take place in any number of
ways, some of which being more effective than others.

Simple products can be sold directly and thus be used as

originally designed, or the product can be sold and ''reverse

engineered,” 1i.e., the product itself is analyzed so as to

determine how to build it. The Soviets have demonstrated
such a practice by buying '"prototypes" and then proceeding
to manufacture their own version while ignoring the patent
rights of the original manufacturer. In addition to this
form of technology transfer, whole systems rather than just
component parts can be sold. Extending this a bit further,

whole processes or plants can be bought and installed in a "

"turn key' fashion. Licensing arrangements can be worked
out to produce proprietary products or use proprietary
processes. Acquisition of available literature (open
technical or scientific literature) provides a particularly
rich source of world techmical know-how on weapons related
industries. The exchange of people also, both official and
unofficial, frequently results in a transfer of technology.3
It is in this gray area of arms technology transfer that

an indication of a gradual movement on the part of the

Japanese away from the "Three Principles'" would most likely
occur first. Therefore the writer conducted an investiga-
tion of Japanese transactions over the past three years to
determine whether transfers of this kind had in fact been

carried out involving industrial technology with potential

16
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military applications. The results of this investigation

show that the Japanese have indeed used all of the above
methods in the past three years in various arrangements
throughout the world. Most recently they have finalized
agreements relating to ''gray area' technology transfers in
a variety of fields with the People's Republic of China.
However, they have not limited these transfers strictly to
the Chinese; the Soviets, the South Koreans and the North
Koreans have also been the recipients of Japanese weapons
related products or projects over the past few years.

The potential for world export of arms technology is

great, especially in regard to sales to developing countries.

For example, as early as 1975 a machine industry group from
China visited Japan with a shopping list that included anti-
tank missiles, tanks, jet fighter, engines, gunnery control
devices, air-to-air and air-to-ground missiles, radio and
telecommunications equipment, ground radar and anti-
submarine patrol planes.4 At the time all of these requests
were turned down by the Japanese government. However, in
1977 Kawasaki Heavy Industries proposed the sale of six
V-107 helicopters (under license from the U.S.), along with
accompanying infrastructure, to Saudi Arabia. Kawasaki
contended that the helicopters were to be used for fire
fighting and emergency rescue but critics did not believe it
and thus they attacked the sale on the grounds that it

violated the ban on exports, thereby making it the first

17
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acid test of the fears expressed by some Japanese critics
and editorial writers that once the rules regarding the
prohibition of arms exports are stretched there may be no
end to the process.5 Although criticism of the sale was
loud, it was nonetheless approved quietly by the Japanese
government and the helicopters were delivered in 1978 as

noted in the figures presented in Appendix A.6

A. THE PEOPLE'S REPUBLIC OF CHINA

The watershed in the Japanese transfer of ''gray area"
technologies actually began just prior to the normalization
of relations between Japan and the People's Republic of
China. Although Prime Minister Fukuda reiterated his in-
tention to adhere to the government's principles concerning
arms exports in the Diet on the 6th of March 1978, the
Mitsibushi Corporation announced on the Sth of April that
the Mitsibushi group of companies had agreed to provide
"technical assistance" to China in developing nuclear, air-
craft and other backbone industries. The broad agreement
was intended to provide the basis for technical assistance
in building new plants and renovating old ones, as well as
in training Chinese technicians and in establishing plant
management and production control systems.7

On the 12th of May 1978, Hitachi Ltd. said it had re-
quested permission from the Japariese government to export

to China a large electronic computer to be used for

e




geological exploration purposes, particularly in the search
for mineral resources. The company said it had received an
order from the Chinese government for an "M series type 160
IT" computer and accessories, worth well over ¥l billion.
One of the largest types of computers made by Japan, the
M-160 II required the approval of the Paris based Coordina-
ting Committee for Export Control (COCOM) before the sale
could go through and it therefore, marked the beginning of
a Japanese '"assault' on the basic premises upon which
COCOM had been established.®

In July 1978, just before the signing of the Sino-
Japanese Peace and Friendship Treaty, Japanese arms manu-
facturers announced that they would send a mission to China
in September led by Murai Eitaro, president of the Society
of Japanese Aerospace Companies to '"promote technical
exchanges and survey the Chinese weapons industry.'" When
asked about the export restrictions, the spokesman pointed
out that Japan would be able to supply China with precision
machinery necessary to manufacture aircraft and other items
recognized as non-weaponry. Additionally, the spokesman
noted that know-how for weapons production in China, in-
cluding factory systems, management and training in the
effective use of computers could also be provided within
the terms of the present riders. MITI, in a statement made
after the above announcement, reiterated the government's

position on the non-exportation of arms but qualified it by

19
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saying that the government might allow the export of heli-
copters and flying boats for rescue operations if a COCOM
sanction was given regarding the computers mounted in them.g,

On 31 July 1978, Hino Motors Ltd won a Chinese order for
664 heavy duty trucks and trailers worth about ¥3.5 billion,
for shipment prior to the end of that year. The timing of
this order, with a very short deadline date for delivery
leads to the possible conclusion that it was made in prepa-
ration for the support of the hostilities against the

Vietnamese later that year. Also on order from the China

National Machinery Import-Export Corporation were 547 10

ton capacity general cargo trucks, 70 five-ton general

cargo trucks, 15 nine-ton dump trucks, 4 fifteen-ton dump
trucks, 10 heavy duty tractors, 10 trailers and 6 ten-ton
tank lorries for a total Chinese truck order for 1978 of

3,164 units valued at Y12 billion.'?

On 23 August 1978, Toshiba Corporation and Hitachi Ltd.
announced the signing of a formal contract with China ‘]
National Technology Import Corporation for the export of
an Integrated Circuit plant. Toshiba said it and Hitachi
would seek COCOM approval which they expected to receive due
to COCOM's previous approval of an Integrated Circuit plant

11 This was the first refernce

to Hungary by a US company,
to a technology that is vital to the development of precision

!
guided weapons and high accuracy delivery systems. i
i
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In an editorial in the Asahi Evening News on 21 Augus

1978, it was disclosed that customs clearance records for

the first half of the year showed that Japan-China trade in

the January-June period had increased by 16% on a yen bas

over the same period in 1977. The editorial went on to note

that "For Japan, which is arousing trade frictions all over,

Japan-China trade is one of the brightest fields and that
among industries which China was interested in concluding
agreements were such military related industries as steel
mill modernization and petrochemical development.'" The

article then went on to discuss the problems and obstacle
encountered by the Japanese. In reviewing the pace of

growth of China's international trade not only with Japan
but with such other nations as the United States and the

European Community, the Asahi Shimbun stated that it felt

the time had come for restudying the COCOM restrictions.

The paper called on the government to exert extra efforts to

ease the COCOM restrictions so they will not prevent the
exports of industrial plants for peaceful purposes.12
The first actual military contacts between the PRC an
Japan came on the 9th of September 1978 when Chang Tsai-
chien, deputy chief of the PLA General Staff, held meetin

with the Japanese Joint Staff Council chairman Takashina.

Chang stated, in the spirit of signing of the peace and

friendship treaty, '"Let us expedite the exchange of military
13

experts. Please come to China for a visit without fail."

21
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A report on the visit published by Yomiuri Shimbun, noted

that Takashina's reply that '""he would like to visit China
when he has the time,"” was not made merely as a diplomatic
courtesy, but noted that '"among the uniformed officials
(read SDF), there are strong voices insisting: '"the enemy
of an enemy is a friend. Both Japan and China regard the
Soviet Union as a potential threat. Besides, in view of
the Sino-US rapprochment, Japan had better actively promote
exchanges with China."14
The subject of COCOM restrictions returned to center
stage once again on 21 September 1978 when the government
announced that it would exert all efforts to secure the
relaxation of restrictions on exports to the communist bloc,
with major emphasis on some specific items to be exported
to China such as control computers and integrated circuits,
which the Japanese allege to be for peaceful purposes. The
Japanese government thinks that the relaxation of these
restrictions is indispensable for the expansion of Japan-
China trade and it wants to endeavor, above all, to secure
"special approval'" for the export of some specific items it
feels cannot be used for military purposes but are nonethe-
less included on COCOM's list of restricted items.ls
The first agreement between Japan and China for tech-

nology transfers directly linked to defense production

capability also came in September 1978 when Daido Special

Steel Co. of Nagoya concluded an agreement for cooperation

22




in the expanded development of a special steel mill in
China. Special steel is a material indispensable to the

defense industry. The Asahi Shimbun article which reported

this incident, noted that the Chinese had, until recently,
kept their special steel operations cloaked in a veil of
secrecy and that, by virtue of its agreement with Daido,
China appears to regard the reinforcement of its special
steel productivity as a '"pressing task'" and appears to have
concluded that its technology alone is not sufficient to
attain self-reliance rapidly. The article further notes that
China is looking to geographically close Japan and has
selected Daido Steel as its partner for such cooperation - a
company ''whose technology is reputedly at the world's highest
level and whose enthusiasm for trade with China is well
known."16
Japan moved on from this juncture into the realm of air-
craft manufacture technology with the return of the Murai
delegation of the Japan Aeronautical and Space Industrial
Association. Murai announced that China was interested in
purchasing YS-11's, the first postwar aircraft built by
Japan, and because it is considered a 'civilian" aircraft,
their export would not fall under the COCOM embargo even
though, with slight modifications of the doors and other
parts, it could be turned into a military transport aircraft

if China desired.17
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The Japanese press also revealed that Chinese officials
had indicated to this group a desire to participate with the
Japanese in the joint development of jet engines for use in
aircraft. It is believed that the Chinese are interested in
the Japanese development program of an engine for short-take-
off and landing (STOL) then being conducted by the Science
and Technology Agency under the auspices of MITI and the
Agency of Industrial Science and Technology.18

Further agreements in these hazy area of modern tech-
nology were concluded between the Japanese and Chinese
throughout the remainder of 1978 and during the course of
1979. The agreements included such things as the develop-
ment of seamless steel tube plants (easily convertible to
artillery barrel production); Computers of all sizes for
uses ranging from meteorological observations to geophysical
studies; cargo ships of the roll-on, roll-off variety
essential for the rapid transfer of materials in port areas
with limited infrastructure such as are found in underdevel-

oped China;19

large scale integrated circuits for the pro-
duction of "electronic watches' (but with obvious
applications in the production of guided missiles and other
modern weaponry).20
Japan has agreed to assist the PRC in the development
of its rail and highway systems and other infrastructure
related items that also have obvious military applications

as well as civilian ones. All of these developments have

24
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proceeded with scant attention being paid to the "Three
Principles on the Export of Weapons'". In fact, over the
three year period researched, the only LDP member to
question publicly these developments was Esaki Masumi, the
chairman of the LDP Policy Affairs Research Council, who,

on 16 November 1978, expressed concern about the propriety

of offering technology, including military know-how to China.

However, even he qualified his statements by noting that
although the danger of such exportation was clear, he did
say that if China were to become an important market for
American military weapons after the normalization of US-
China relations, then Japan would be forced to "study
countermeasures”, thus hinting at the possibility of Japan's
delivery of military weapons, as distinguished from military

2
technology to China in the somewhat distant future."1

B. THE SOVIET UNION

While China appears to have been the focus for the
recent apparent violations of the arms export ban, it was
by no means the only recipient of Japanese largesse in the
realm of weapons-related technology transfers. In January
1978, the USSR ordered a mammoth floating drvdock from
Ishikawajima-Harima Heavy Industries, sufficient in size to
accommodate vessels up to 80,000 tons. The sale of this
floating dock was approved by the Japanese Ministry of

International Trade and Industry (MITI) and delivered to the
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Soviet Union fc- use at Vladivostok in 1979 in time to pro-

vide services to the newest additions to the Soviet Far
Eastern Fleet, her ASW carrier MINSK, and the latest Soviet
class of amphibious ship, the IVAN ROGOV. This sale was
completed successfully in spite of the concern expressed
about its military uses not only within Japan but by
Western nations as well.

In addition to the floating drydock for the MINSK, the
Soviet Union also received medium sized computer systems
from Nippon Electric Co., and television relay systems with
associated microwave facilities for use during the Moscow

Olympics.22

C. THE PHILIPPINES

In July 1978, the National Defense Department of the
Philippines revealed that it was importing parts for hand-
grenades from Japan, thereby becoming the first foreign
government to officially confirm that arms had been imported
from Japan. The importation practice surfaced due to the
discovery of some 2,000 safety pins for grenades in three
boxes among baggage arriving at Manila from Narita airpert
in Japan. Checks by customs officials revealed that the
baggage belonged to Kanazawa Kazuo, president of Fuji
Industrial Co.

While the debate over the grenade parts was raging a

further disclosure by Philippines naval authorities that
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12 LST's also had been imported from Japan for use in the
country's regional economic development program, thereby
adding fuel to an unwanted fire in the Japanese Diet and
press. In confirming the fact that the LST's had, in fact.
been exported to the Philippines under government sanction,
MITI stressed that they were LST's of '"the old type'" which
belonged to the US but had been loaned to the Japanese
Maritime Self Defense Forces. Naval authorities said they
had been repaired at Sasebo so they could be used to haul
construction materials and that they were unfit for combat
duty. Nevertheless, the damage had been done to the pre-
viously quiet circumvention of the export ban.23
On 10 October 1978, the Tokyo Distric Public
Prosecutor's Office indicted Kanazawa for smuggling parts
of hand grenades to the Philippines. Kanazawa was charged
with exporting a total of 897,295 pieces of hand grenade
fuse to the Philippines in three shipments beginning in
1976 without the approval of the Ministry of International

24

Trade and Industry. In discussions with the Asahi Shimbum

Washington Office on November 26, 1980 it was learned that
Kanazawa was convicted of smuggling on 16 March 1979 at
Tokyo District Court. A sentence of 1 year and 6 months in
prison was suspended in lieu of a 6 month probationary
period and his company was ordered to pay a fine of ¥8

million.
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D. THE DEMOCRATIC PEOPLE'S REPUBLIC OF KOREA

The possibility of further Japanese circumvention of
Tokyo's arms export restrictions also exists with regard
to the Democratic People's Republic of Korea. Japan has
maintained continuous contacts with the Kim Il-sung
regime in the post-war period in spite of its close alli-
ance with the United States and ties to the ROK. There is
still a large Korean population within Japan with ties to
the north and there are small but active lobbies within
the Diet and business communities working toward a widen-
ing of the relationship between the two countries. Even
though the North Koreans have repeatedly defaulted on
repayment of loans and other contractual obligations with
the Japanese, trade continues with minimal disruption.
Twice during the past three years, Japan sent teams of
negotiators to North Korea to reach accommodation on a
repayment schedule. Both times it was decided in favor of
the North Koreans.

Overall, Japan has been assisting in the industrial
modernization and development of the North Korean economy,
generally in the heavy industry sector, in return for
agreements on obtaining needed raw materials. However, in
November 1979 it was disclosed that Japan had been shipping
such items as portable radio transceivers, high speed motor
boats and large quantities of rubber wet suits to the North

Korean government. This blatant export of directly
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related military equipment to a "hostile'" regime which
poses a potential threat to the stability of the Korean
Peninsula and indirectly to Japan itself, received scant
mention in the Diet and disappeared from newsprint within
two days of its appearance.25
Japan's reasons for maintaining its economic ties with
North Korea in the face of severe fiscal uncertainties
stems from its desire to prevent any large scale renewal
of military conflict on the Peninsula in which Japan could
become directly or indirectly involved as an offshoot of
the Japan-United States Security Treaty. To further this
objective, Japan has chosen to follow a two Korea policy
wherein it hopes to be able to exert a moderating and re-
straining influence on both sides of the demilitarized
zone so as to maintain peace and stability. In so doing it
not only allows the Japanese government to control the
divisions within the Japanese body politic over the
Korean question, it also is useful for their promotion of

an equidistance policy in international affairs.

E. THE REPUBLIC OF KOREA

The question of Japanese gray area technology transfers
is particularly obtuse when the Republic of Korea is con-
sidered. Since normalizing relations in 1965, Japan has
become South Xorea's major trading partner and an impor-

tant source of economic support. Japan accounted for 31

29




percent of South Korea's total trade in 1977 compared to

28 percent for the United States.26

Japan also has become
the major source of foreign investment in South Korea,
funneling approximately $500 million into the country in the
first 10 years after the normalization of relations.27 It
was Japanese money therefore that provided the Park Chung
Hee government with the foreign exchange necessary to re-
build its stagnating economy and set it off on the road
to economic success. What is interesting in this relation-
ship is that although there are deep cultural animosities
and ethnic prejudices between Korean and Japanese, they have
nonetheless been able to overlook them in the interest of
mutual economic growth. The result of this arrangement has
been an extensive flow of trade and investment from Japan to
Korea both visibly through outright equity investments and
less visibly by their unofficial control of South Korean
enterprises through dummy partners and technical assistance
or licensing agreements.

While there are no specific examples of outright gray
area technology transfers recently from Japan to South
Korea one cannot overlook the growing interdependence
between the two economies. Money and technical expertise
flows back and forth across the Tsushima Straits as Japan

restructures its own economy in the face of changing market

forces and as South Korea continues to expand its economic
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modernization efforts. The result of this growing eco-
nomic interdependence is that Japan has been a major sub-
sidizer of South Korea's armaments industries. Therefore,
while Japan still professes to follow the prohibitions
against actual arms transfers it nonetheless provides
extensive funding for the growth of the largest arms pro-
ducing nation in the non-communist Asian world.

In view of the foregoing, it is apparent that there is
a movement on the part of both the Japanese government and
the Japanese business circles away from a strict interpre-
tation of the thirteen year old ban on the exportation of
armaments. Where it will ultimately stop will be deter-
mined by a multitude of factors which are impinging on the
Japanese decision making process. Factors such as the
economic recession, Soviet aggressiveness, Japanese eco-
nomic competitiveness and not the least important, American
leadership and diplomacy. The following section will look
at how decisions allowing circumvention of the arms export
ban are formulated within the Japanese government. In
particular, it will address the importance of consensus
politics in Japan and how this process impinges on the

evolution of a new policy regarding future arms sales.
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ITI. CONSENSUS BUILDING

As noted in the preceding section, any prohibitive policy
such as the '""Three Principles on the Export of Weapons'" is -
only as effective as the individual and agencies charged
with carrying out that policy make it. This section will
look at this aspect of the Japanese decision-making process
paying particular attention to the consensus style politics.
We shall seek to demonstrate that any modification or re-
nouncement of the "Three Principles'" will only occur after
a lengthy period consensus development within the government,
business‘and public sectors.

Whereas Article 9 of the Constitution was imposed upon
a vanquished Japan as a means of ensuring that it would
never again regain its military potency, the "Three
Principles on the Export of Weapons“ was a conscious policy
decision taken by a Japanese government in 1967 in an effort
to offset the fears in the world community of a Japan
returning to a higher level of military capability and of
its becoming a '"Merchant of Death" and contributor to the
war then raging in Vietnam. Japan in 1967 was enjoying the
benefits of a burgeoning economy and anything that could
upset the delicate balance that had been achieved in
attaining this resurgence was to be avoided. This sensi-
tivity to world public opinion remains as potent today as

it was in 1967 and is the driving force behind the gradual
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approach to change that is being pursued in Japan

today.

The Japanese abhor any precipitate change in the status

quo due to the disruptive societal influences that would
normally flow from such an action. They therefore prefer
change only after carefully orchestrated development of
attitudes and opinions of the individuals involved away
from the previous policy stance toward acceptance of the
new policy. By virtue of such an orderly process ''face'" is
preserved and societal disruptions are kept to a minimum.
In view of Japan's vulnerable position in the World order
of nations both economically and militarily, such a gradual
form of change with regard to its arms transfer policies
is the only option open to it if it is to maintain a
facade of neutrality in world affairs.
A. SOCIOLOGICAL AND HISTORICAL FOUNDATION OF JAPAN'S

CONSENSUS STYLE POLITICS

The consensus building process in Japan is part of the
political tradition of the country that evolved over
centuries and has been perfected since Meiji times. Open
confrontations are to be avoided in Japan so as to reduce
risks, save ''face'" and to insulate the government, politi-
cal party or other organization or person from potential
criticism or attack. The Japaese have demonstrated a
proclivity for extensive behind-the-scenes maneuvering,

initial sounding out processes, a penchant for meticulous
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planning and a conspicuous distaste for premature commit-
ment. They prefer pragmatic, low risk situations and
approaches to particular subjects, especially in regard to
the usually volatile defense issues, and prefer, if at all
possible, to stack the deck in advance to guarantee success
by creating situations of streagth through various pre-
liminary arrangements leading to the presentation of a fait
accomplis.

In support of such tactics, the Japanese use a building
block approach that begins by a discussion of a limited
range of subjects followed by a mobilization of public
opinion both internally within Japan and externally if the
subject has international overtones. Since the beginning
of modern Japan in the mid-nineteenth century, there has
been a dread of interference from more powerful countries.
The Japanese, especially since the end of World War II,
are extremely sensitive to foreign public and governmental
opinion or to direct power confrontations, any one of which
could have disastrous consequences for their highly vulner-
able economic system. For this reason any change in the
status quo, especially in regard to the liberalization of
the arms export ban, will be taken gradually in a step by
step, building block approach, until consensus on the part
of the Japanese public is fully obtained and world public
opinion is sufficiently assuaged so as to preclude any

. . . . . 28
adverse impact on its economic lifelines.
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The effort by the industrial and business community to
develop a consensus about reversing the "Three Principles
on the Export of Weapons' began in earnest in late 1975 and
early 1976. Hard hit by the recession in both overseas and
domestic markets, the industrial leadership felt that the
export of weapons could serve as a lubricant for increased
sales particularly to the Middle Eastern countries. Tanabe
Bunichiro, then president of Mitsibishi Corporation, Japan's
biggest trading house, proposed that exports of '"those which
may not be 'pure' arms but are 'near' to them'" should be
allowed. Kono Fumihiko, former president of Mitsibishi
Heavy Industries and then chairman of the Defense Production
Committee of the Keidanren (the Japanese Federation of
Economic Organization) also stated that the technology of
arms production should be available for export. Finally,
Taguchi Renzo, chairman of Ishikawajima-Harima Heavy
Industries suggested that arms exports were a ''strong
inducement'" for promoting exports of industrial plant to
developing countries.29

Arguing further that the export of arms and ammunition
would be just the tonic for the sluggish Japanese economy,
industrialists at the time loudly criticized the government
weapons embargo as '"absurd and unrealistic”.30 Kono
Fumihiko stated further that:

"Arms exports will enable Japan to obtain oil.

0il producing nations like Iran and Saudi Arabia
want weapons rather than industrial plants. Japan
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pays huge amounts of foreign exchange to oil producing
countries to buy their oil but there's very little they
want to buy from Japan. Japan is the only major indus-
trial power which does not use weapons as a means of
obtaining oil.

Arms exports are needed unavoidably to get oil...
I think people in the opposition camp should agree with
us because %fter all we're not going to be the Salesmen
of death."3
Business leaders pointed out at the time that Japan had lost
out in a number of lucrative international contracts because
of its inability to export arms. The examples given inclu-

ded the loss of a $324.7 million communications system

contract in Iran to the US as a result of a US offered
"package deal" which included badly needed arms and a similar
defeat at the hands of the USSR in Iraq for a $650 million '
thermal power plant.32
At the time that these first calls for liberalization of
the export ban policy, the government of then Prime Minister
Miki Takeo stated that it would not permit Japan to export
arms as long as it was in power. Miki reportedly feared
damage to Japan's international reputation as a peaceful
nation that avoids taking sides in disputes. The controversy

however, did not end at this point. As Richard Halloran

pointed out in an article for the New York Times, the busi-

ness community was the main source of political funds for
Miki's conservative Liberal Democratic Party (LDP) and that
"deliberations like this in Japan have a wav of going on

. . 33 !
until a compromise and consensus was reached.' 7
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B. JAPANESE GOVERNMENT - BUSINESS RELATIONSHIPS

Before proceeding in my discussion of the observable
manifestations of the gradual consensus building effort, a
careful scrutiny of the interrelationship between the govern-
ment and business community, as suggested in the Halloran
article, is in order. To begin with, organized business has
a long history of intimate involvement in the political life
of Japan.

In 1952, faced with increasing political instability and

fearful of the consequences if a socialist government were
to be formed, the business community, as represented by the
Federation of Economic Organizations (Keidanren), the Japan
Federation of Employer's Associations (Nikkeiren), the Japan

Committee for Economic Development (Keizai Doyukai) and the

|

|

i Japan Chamber of Commerce and Industry (Nissho), emphatically
|

| and unequivocably expressed their views to the government

regarding the necessity for stability and order:

"Although a year has already elapsed since the re-
gaining of independence, the firm establishment of an
independent national economy is still far away. Unless
a long-term policy is adopted and carried out vigorously,
it could lead to a serious situation. Since a strong
and stable government is needed to cope with the present -4
crisis, the political parties should, in as much as there
is no great difference among them in their basic policies
and objectives, eschew emotion, discuss issues frankly,
and coopera;i in bringing about a stable political
situation.'?

Large amounts of financial contributions began to be dis-

tributed to the party organizations and individual :
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politicians in order to bolster the chances of the con-
servative merger. The Zaikai leadership, as the top execu-
tives of the aforementioned business organizations are
referred to, were determined that organized business should
assume responsiblity in advancing the healthy development
of the national economy. Soon after the formation of the
LDP in November 15, 1955, the Zaikai further clarified what
they expected of the new LDP, and also that of the largest
opposition party, the Japan Socialists. They called for the
stabilization of the political situation, and the achieve-
ment of economic independence and economic viability.35
In the 10 year period following the merger of the
equally conservative Liberals and Democra.s, the business
community exercised an enormous amount of coercive power
over the governmental apparatus mainly as a result of their
extensive financial support. The power of life and death
over the government was never so strong as it was during
this decade in that it was an accepted fact that no candi-
date for the premiership could be successful without the
tacit, if not expressed approval of the business community.
Nor could a Prime Minister long continue in his post after
he had lost the support of organized business.36
Unlike the old zaibatsu of the prewar days the new post-

war big business structure is composed of enterprise groups.

These groups are of two kinds: those crganized around the
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former zaibatsu and using the old names (Mitsubishi with 38
separate corporations and a research institute; Mitsui with
22 corporations; Sumitomo with 15 corporations) and those
held together by large banks (Fuji, formerly Yasuda; Daiichi;
and the Industrial Bank of Japan, through which the enter-
prises in both groups manage their financing).37

These groups are not monopolies, at least not so as the

word ""monopoly" 1is understood in the West. They are instead

horizontal groups of companies, each containing many and

varied types of companies and industries as well as a bank,

a trust company, insurance companies, a trade company and a ¥
real estate company. Member companies tend to compete with

other companies external to their group and to cooperate

with those that are internal. Policy coordination is gener-

ally accomplished thrugh president's clubs, which meet

periodically.

Another contrast between the pre- and the postwar
zaibatsu is that none of these groups has a holding company
at the top to control the various enterprises. There has
been a re-concentration of economic power but the present
setup is very different from the setup before the war in
structure and operation. Groups are held together by inter-
locking directorates and corporate stock ownership, as well
as by inter-personal ties through president's clubs and

-

other organizations."8 In order for the zaikai therefore to




be able to present a united front on issues and problems in
their relations with the governmental apparatus, the co-

operation of the four key organizations (Keidanren, Hikkeiren,

Keizai Doyukai and Nissho) has been indispensable in achiev-
39

ing consensus amongst the member groups.

The political influence of organized business has, how-
ever,diminished somewhat, beginning with the arrival of Sato
Eisako as Prime Minister in 1964. Sato diversified his power
base and successfully reduced the former stranglehold over
politics which the organized business community had previously
enjoyed. Their influence was further diminished by Sato's
successor Tanaka Kakuei, a selfmade millionaire and profes- 'E
sional politician who had succeeded with minimal aid and ?
assistance from the big business clique.

Yet another major factor contributing to this decline
in influence was the fact that Japan's position as the third
largest economic power in the world in terms of GNP had
created enormous pressures on the government that conflicted

with business interests. International pressures for greater

and faster liberalization and for '"orderly marketing" and

domestic pressures for improving the quality of life rather
than simply expanding the size of the economy are testing, !
for the first time, the capacity of the Japanese political

and administrative system to respond effectively to conflic-
40 L‘

ting demands.
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Although the power of the business community over the

government has been somewhat diminished it still remains one

of the prime factors in the determination of policy. One of .
the most striking features of the LDP is the extent of its
dependence on big business contributions for its financial
support and the degree to which the sources ard amount of
that support are hidden from public view. In a society that i
traditionally has its own norms of exerting influence, it

is noteworthy the extent to which extensive illegal financing

of the political activities of politicians and political
parties has become an integral part of the political system.
In the case of big business' political contributions there 'i
is an apparent trend away from efforts to coordinate b
business contributions and an increase in the development of

ties between individual factions and particular business

conglomerates. Rather than reinforcing an image of Japan,

Inc., such a trend threatens to revive in a new form a pre-

war funding pattern in which conservative political parties

received support from different large business enterprises.41
This extensive financial backing arrangement has reinforced
the marriage of convenience between business and politics
in Japan. The main business of business is politics and

vice versa, in that politicians, if they are to continue

their career in politics must be concerned with economics.
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C. EFFECTS OF JAPANESE '"BATSU"

Interconnected with this symbiotic relationshp between
big business and politics is another unique Japanese social
system, that of the "batsu'" or cliques. [t is within this
system that the modern Japanese version of the Confucian

"oyabun-kobun'" concept or parent-child relationships exist.

Virtually all Japanese are <onnected in one way or another
with several batsu. The more important of these in relation
to the defense issue are the pre-war, gumbatsu or military
cliques and zaibatsu or business cliques, known in the post-
war era as zaikai; the kanbatsu or bureaucratic cliques; the
gakubatsu, or school associated cliques, and the regional

affiliations such as the Kyodo batsu, like the Gumma Prefec-

ture clique which includes Fukuda Takeo and Nakasone
Yasuhiro. Finally there is the keibatsu or family associated
cliques.

Within these cliques functions the vertically oriented
Japanese society in which the concept of 'giri'" is all im-
portant in the conduct of personal relations. Giri is a
form of moral and personal debt owed to someone else for
favors received and it is a social custom which can function
both up and down the hierarchical structure of Japanese
society. All of these cliques form part of the basis of
the execution of power within the political structure of

Japan.
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The businessman and the politician can be connected

through family ties (keibatsu), school ties (gakubatsu), or
regional affiliations in any one of which a debt of giri may
be.owed which some day will have to be paid. In order to
demonstrate what such a system means I have included as
Appendix D an outline of some of former Prime Minister

Ohira Masayoshi's connections in the political and business
world. Without the support of these connections it is
doubtful that Ohira could have functioned effectively as
Prime Minister. It is within this clique system that the
Japanese lobby system functions to influence the outcome of
policy decisions and it is therefore within this system that
the success or failure of the consensus campaign for loosen-
ing the restrictions on the exportation of weapons will be
won or lost.

With this then as a background to the political environ-
ment it is clear that there is a multiplicity of actors
within the Japanese political system which can have an im-
pact on the outcome of this debate and therefore prudence
dictates that the process begin slowly and cautiously so as
not to offend those opposition and internal elements fear-
ful of a return to pre-war militarism nor to offend the
vox populi themselves. As Professor Robert Scalapino has

noted:

""Japanese politicians have become, for better or
worse, public-opinion minded. To the extent that
pollsters reports are becoming a major source of the
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policy-maker's knowledge about public opinion, it
may be reasonably assumed that the people's voice,

as reflected in the polls, is affecting the decision-
maker's perception of important policy issues and
their assessment of feasible responses to those
issues."42

D. CHRONOLOGICAL SUMMARY OF THE ARMS TRANSFER CONSENSUS

BUILDING PROCESS

Returning to Halloran's original thesis that delibera-
tions have a way of going on until a compromise and con-
sensus is reached, a review of the events since 1975 will
demonstrate that the deliberations have in fact continued
and are well on their way to fruition.

Soon after the collapse of Vietnam in 1975, interest
in Japan's defense capability perked up. On 21 July 1975

an article appeared in the Baltimore Sun titled '"Tokyo

Arms Industry: Low-Profile Boom’ in which the author,
Matthew Seiden, noted that '"Despite a Constitutional ban on
maintaining armed forces and a government edict forbidding
the export of military weapons, the unpublicized and little
known Japanese arms industry has grown quietly into at
least a billion dollar a year business.” The author further
remarked that "while the industry remains small and unso-
phisticated compared to that of the US and Soviet Union, it
nonetheless was far better established than most foreigners
or Japanese realized," and although limited at present to
producing basically for the needs of the Self Defense

Forces, the present technology level was sufficient to
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provide the potential for drastically increasing the out-
put of most items on very short notice.

The article states that in many cases, companies like
Mitsubishi have simply reactivated their old wartime plants,
often using the same employees who worked there before and
during the war and that the arms producers have tried to
avoid publicity by building plants in inaccessible places,
using factories that also produce unmistakeably non-
military products, and labeling their military products
with misleading euphemisms, such as Mitsubishi's title of
'Special Vehicles Division' for its tank production facility.
The most telling parts in the article, however, were the
public disclosure that Japan in 1975 made more than 90% of

its own arms, a great deal of which is produced under '

R A

license agreements. It also notes that the Japanese

e

government has shown repeatedly that, rather than save money
on bargain imports, it was willing to pay more for wholly
Japanese made products that would make the country less
dependent on foreign military supplies. Seiden then -
closed the article with a then unsubstantiated allegation
that the Japanese arms producers circumvent the anti- é
exportation restriction and had actually sold helicopters,
and other equipment for allegedly non-military, police or
13

commercial use in Sweden, Thailand and elsewhere.

The defense debate picked up once again in September

1975 during the visit of then Secretary of Defense James !
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Schlesinger to Tokyo. Schlesinger declared that Japan's
Self Defense Forces (SDF) were inadequate and that they
should be strengthened to share defense tasks more fairly
with the United States. He noted that because of '"aging

equipment’” and a shortage of ammunition and supplies, the

SDF were incapable of fulfilling their mission to defend
the Japanese islands. Schlesinger stated that the Japanese
had been '"too passive' a partner in the US-Japan Security

Pact and that over the next few years the SDF should be ex-

panded - especially in air defense and anti-submarine
warfare.44
Following Schlesinger's visit, the debate in Japan
widened from the purely defensive realm concerning how much
is enough and how new should the SDF be, toward the general
question of the anti-exportation ban itself. The first

articles concerning this aspect were those by Halloran of

the New York Times and Yates of the Chicago Tribune noted

at the beginning of this section. By May of 1976 the con-
troversy had spread further to include the American-written,
postwar Japanese Constitution. In attempting to celebrate
the first ever official Constitution Day with ceromonies
marking the 29th anniversary of the document, only 700 of
the 1000 invited guests showed up for the ceremony which
lasted only 15 of a scheduled 30 minutes.45

The first actual governmental mention of a consensus

building process occurred in August 1976 by the then
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Defense Minister Sakata Michita who, noting that part of
Japan's problem in trying to revise its defense policies
had been a lack of public enthusiasm, stated that 'one of
my most important tasks is to get a national consensus on
defense."46 |

The debate and consensus building process continued un-
abated through 1977, albeit at a somewhat quieter level.

The major topic seemed to have been in reference to the
American perception that Japan had been ''getting a free
ride" from the Mutual Security Treaty. It appears that 1977
was actually a watershed period in the Japanese defense
policy debates.

With the steady reduction of the LDP's monopoly in the
Diet, the opposition parties were forced to begin a reasses-
sment of their previously unrealistic positions vis-a-vis
the Security Treaty and the SDF. With the prospect of
power in sight and an aroused public to placate, socialists
and communists alike, began toning down their pacifist
programs. The LDP meanwhile began taking a serious look at
defense, reviewing the outdated approaches to operational
planning and abandoning the ad hoc approach to planning
which had deprived the SDF of the objectives and motiva-
tions essential to maintaining military efficiency in
peacetime. The biggest political headache of the year,

however, was the unfolding of the Lockheed bribery scandal,

'




which cast a pale over the defense issues, especially those

relating to big business ties to defense production. The

lack of data regarding the anti-exportation ban during this.

period appears to suggest that this subject was put on the

back burner while awaiting the Lockheed affairs to die down

so as to minimize any adverse public reactions thereto.47
In March of 1978, an editorial appeared in the Asahi

Evening News which returned the arms export ban issue to

the center stage. The editorial noted that Doko Toshio,
then president of Keidanren and Nagano Chigeo of the Japan
Chamber of Commerce and Industry (Nissho), had both made
statements calling on the government for flexible implemen-
tation of the arms export ban. The Asahi paper noted that
voices such as these were once again becoming stronger as

a result of the prolongation of the recession and urged
that the government and business community exert self-
restraint so as to not endanger Asian peace in general and
Japan's world reputation and respectability in particular.
The editorial asserts that Doko and Nagano are not request-
ing the outright rescinding of the ban, but rather, a more
flexible interpretation of the term "arms.' ''According

to unified opinion’ says the article, "arms are those thing
used by the armed forces and used directly in fighting."

In more concrete terms, this means guns, cannon, ammunition,

explosives, military vehicles, military ships and their
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parts, as stipulated in the separate list of the Export
Trade Control Ordinance.

However, on the basis of this list it is difficult to
judge whether ships and trucks which do not carry weapons
are ''arms.'" Faced with a "structural recession' and pros-
pects of widespread unemployment, shipbuilding unions have
demanded relaxation of the ban, taking the view that such
non-combatant vessels as survey ships and icebreakers should
not be regarded as weapons even if they are used as part of
a naval fleet.48

According to the editorial, the official policy stance
of the Ministry of International Trade and Industry (MITI)
is that when an export request 1is received it has no alter-
native but to judge each case according to the importing
country, use, structure and performance. In conclusion,
the article once again lamented that they fear that once the
brakes are removed, there is the possiblity that the inter-
pretation will be expanded without limit, saying next that
defensive weapons are alright or that transport means are
okay.49

Closely following this editorial was another contained
in Mainichi on 19 March 1978 which noted that the campaign
was being spearheaded in the Kyoto-Osaka-Kobe (Kansai) area

by the Kansai committee for Economic Development and the

Kansai Economic Federation and that a study committee had
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been established in 1977 to carefully feel out public
opinion. Assured that they were on safe ground, about 250
influential business leaders went at the subjiect of Jdefense
head on in an open discussion at their annual convention
led by the Federation's president Hyuga Hosai, the chairman
of Sumitomo Metal Industries. Buoved by the then Prime
Minister Fukuda Takeo's first mention of defense in an
opening session of the Diet in late January, Hvuga noted
that the first step to be taken should be "to try to draw
a picture of what our national defense should be, by dis-
cussing the problem in public.' The article further states
that, although the defense problem had been viewed from
many angles, such as education, the free enterprise svstem,
the behavior pattern of the Japanese and patriotism, the
dominant feeling in the business community 1s that a strong
defense capability is vital to protect the free trade
system.SO

Increasing Russian aggressiveness in Northeast Asia,
and the announcement by the Carter Administration of its
intention to stage a phased withdrawal of troops from the
Korean Peninsula heightened a feeling of anxiety within
Japan over its defense capabilities in respect to protec-
ting the home island. This facet of Japan's dilemma re-
garding its armaments policies will be treated in a later
section. Suffice to say at this point that the anxieties

caused by external developments has raised the level of the
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debate internally. This level was also further increased
by the publication of various articles in the press and
magazines directed against the Soviet Union, articles urged
on by business interests eager for more defense spending.

For example, the Tokvo Shimbun speculated that the only

foreign power that could mount a naval invasion of Japan was
the Soviet Union, and that if it did so, its forces would

land on the northern beaches of Hokkaido. Yomiuri Shimbun

reported on its front page that officials no longer believed
the United States had the power to defend Japan. The
Director General of the Japanese Defense Agency at the time,
Kanemaru Shin, even speculated before a seminar at the
Keidanren that Japan had nothing more than bamboo spears Lx
against machine guns.51 ﬁ
By virtue of the increasingly open dialogue in the Diet,
the level of awareness and acceptance on the part of the
Japanese people was increased substantially on the subject
of Japan's military forces. This has also had a visible
effect upon the SDF itself in that the leadership is be-
coming more and more aggressive in its demands as spending

on Jefense increases. The military has slowly emerged from g

the background and are becoming more and more comfortable

in their place in Japanese societv. They seem to sense a
renewed respectability and are therefore beginning to
assert themselves more forcefullv in stating their position

on defense 1ssues, such as operational procedures, combined
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arms training, increased at sea training between the

Maritime Self Defense Forces (MSDF) and USN units based at

Yokosuka and most recently, by participating for the first

time in the annual RINPAC exercises with the combined naval
~~

and marine units of Canada, the United States, Australia

and Great Britain.

The major event of 1978 however, was the signing oif-the
Sino-Japanese Peace and Friendship Treaty after six vears of
patient negotiation. The results of this treaty were aptly
described by John Roche of the Washington Star when he
wrote:

"Symbolically, Japan has once again launched her-
self as an Asian power after living with the myth of
'Trilateralism,' with the illusion that she, the U.S.
and the EEC had a supra-regional common interest.

When the Soviets protested Japanese acceptance of
(slightly camouflaged) 'anti-hegonism,' the latter in
essence replied that they took this pledge at least as
seriously as the Russians did Helsinki's human rights
guarantees!

In other words, for better or worse, the Japanese
have not forgotten how to play hard ball, and the
thought of 900 million intelligent, mobilized Chinese
working in tandem with Japan's superb technological
assets must terrify the Kremlin.'>2

The political and economic ramifications of this treaty
for Japan are immense and have been enhanced even further
by the normalization of relations between the United State